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“We’ ve reached a funny position where
long run doesn’t work; where the |ong
run evidence doesn’'t fit circunmstances
as they are today. Forget investing for
the long haul. The long run, right now,
is irrelevant.”

. Peter Bernstein

STOCK MARKET TI M NG UPDATE DJI A: 9186. 04 S & P 500: 982.82

The Marketinmer stock market timing nodel returned to favorable territory on
March 11, 2003 with the Standard and Poor’s 500 Index trading near the 800 | evel
The index closed at 807.48 on March 10 and 800.73 on March 11, the day the Marketiner
buy signal was issued. At that time, we projected a cyclical bull market with a dura-
tion of approximately one to three years, and a gain in excess of 25% as neasured by
the Standard and Poor’s 500 | ndex. Subscribers who took advantage of our buy signa
were able to reinvest their stock market cash reserves at a price |evel approximtely
45% bel ow t he | evel of the January, 2000 Marketiner sell signal

Al t hough the stock market does not nove in a straight line, the price action
since m d—March has been encouragi ng, and indicates that the m d—March test of the
Cct ober, 2002 | ows provided an attractive buying opportunity in the aftermath of a
t hree—year bear market. This nonth we are updating our primary indicators in the
Mar keti mer stock market tim ng nodel

Econom ¢ Cycl e:
The U.S. econony is experiencing the nost favorabl e fundanenta
under pi nnings in nodern history. Fiscal policy is highly stinmu-
lative, with new tax cuts now noving through the econony. W
estimate the new tax package will provide close to $120 billion
in econom ¢ stinmulus through 2004. Monetary policy renmains “easy”,
with short—+ermrates near 45—year |lows and real short rates in
negative territory adjusted for inflation. The Federal Reserve
Dol I ar I ndex has declined close to 11% over the past year. This
has made U.S. exports nmore attractive in overseas markets. W
view all of these factors as favorable for the U S. econony.

Monet ary Policy:
The Federal Reserve has stated that the current policy of nobnetary
accommmodation is likely to continue until the econony begins a
maj or sustai nabl e recovery. Year—ever—year consumer price inflation
remains very low at 2.1% The core inflation index, which excludes
the volatile food and energy segnents, stands at only 1.5% The
Fed seens nmore concerned about the risk of deflation, and therefore
we expect to see a friendly Federal Reserve going forward. The
official federal funds rate of 1%is the |owest since 1958.
The President has indicated that he woul d be confortable reappoi nt—
ing Alan Greenspan for additional service as Fed Chairnman, and
this has renoved the uncertainty of the chairmanship fromthe
financial nedia for the foreseeable future.

Conti nued on page 2..



STOCK MARKET TI M NG UPDATE (continued from page 1)

Val uati on:
Based on our current estimate of $47.10 in 2003 operating earnings
for the Standard and Poor’s 500 |Index, the market is trading at a
nmultiple of 20.9 tinmes earnings. Using our estimate of $52.00 in
2004 operating earnings for the index, the market is trading at a
forward P/E ratio of 18.9 tinmes earnings. Based on inflation al one,
the average P/E ratio for the Standard and Poor’s 500 | ndex during
periods of very low inflation has been close to 18.5. However, the
range has been wide, with a low of 16 and a high of close to 30.
Al so, there are many other factors that influence P/E ratios, in-
cluding interest rates, earnings quality, profit growh visibility,
and return on equity. In our view, the narket is currently priced
at a valuation level that is consistent with the outl ook for economc
recovery into 2004. However, a further increase in interest rates
woul d not be helpful to the recovery scenario going forward.

Senti ment :
We nonitor several gauges in an effort to assess the level of stock
mar ket sentinment on an ongoi ng basis. The ten—day put/call ratio can
provide insight into the |l evel of optinmismor pessimsmin the narket,
and works as a contrary indicator. The ten—day put/call ratio renains
relatively high at this tinme, thereby indicating a considerable |eve
of skepticismabout the narket’s potential. However, other short—term
senti ment readings, including the ten—day trading index (TRIN), are
showi ng a | ack of extreme sentinment at this tinme. Another contrary
i ndi cator, the four—week noving average of bulls as a percentage of
bull s plus bears as measured by Investors Intelligence, continues to
show a high | evel of bullish sentinment anong investnent newsletter
witers. Historically, such readings have not been encouraging in
ternms of the short—term nmarket outl ook

In sutmmary, we expect inflation to remain | ow, Federal Reserve nonetary policy
to remai n acconmodative, and we regard the current |evel of valuation as appropriate
when viewed within the context of anticipated corporate profit growth into 2004. In
our view, the sentiment indicators are not providing any special insight into the
stock market outlook at this juncture. This is not unusual, since the best contribu-
tion fromthe sentinment gauges usually occurs at stock market extrenes, the |ast of
whi ch occurred during the successful retest of the major bear market |ows in nid—March

We continue to view the practice of chasing stock market rallies within a secul ar
bear negatrend as a risky proposition. We prefer to focus on identifying stock market
price levels that offer | ow—+isk entry opportunities. Those addi ng new noney to the
mar ket at current prices are accepting the fact that potential returns will be nuch
| oner than those that were available at the prices that prevailed in m d—March
Furthernore, those adding new noney at current prices are accepting the increased risk
that will becone apparent in the event a retracenent of the recent rally occurs.

These realities nake it inportant for investors to assess their personal risk
t ol erance when meki ng deci si ons about investing new noney in a market that has had a
sensational rally over the past several nonths. In the event we see additional testing
and probing in the area of the major bear market |ows bel ow the Standard and Poor’s
500 I ndex level of 810, we would view such weakness as an additional buying opportunity.
We are unable to generate any enthusiasm for investing new noney during periods of
strength, however a gradual doll ar—ost—averagi ng approach can be used by those who
have a tolerance for further stock market volatility.



FEDERAL RESERVE POLI CY UPDATE

The Federal Open Market Conmittee will reconvene on August 12 to review the
| at est econonic data and deci de whether any change will be nmade to the short—term
interest rate |landscape. At their last neeting in late July, the FOMC | owered the
federal funds rate 0.25%to a 45—year low of 1% After that neeting, the FOMC nmde
the foll owi ng observations as they shared their insight on econonic conditions:

“The Committee continues to believe that an accommdative stance of monetary

policy, coupled with still robust underlying growh in productivity, is providing

i mportant ongoi ng support to econom c activity. Recent signs point to a firmng in
spendi ng, markedly i nproved financial conditions, and | abor and product markets that
are stabilizing. The econony, nonethel ess, has yet to exhibit sustai nable growh.
Wth inflationary expectations subdued, the Conmittee judged that a slightly nore
expansi ve nmonetary policy would add further support for an econony which it expects
to inprove over tine. The Conmi ttee perceives that the upside and downside risks to
the attai nnent of sustainable growh for the next few quarters are roughly equal.”

Real Gross Donestic Product growth has renmained slow during the first—half of
2003, with first quarter growth of 1.4% and second quarter growth of 2.4% However,
a huge increase in defense spending was responsible for an estimted 0.7% of the
second quarter figure, which neans the econom ¢ mal ai se has continued. This sl ow pace
of economic activity has made it difficult for corporations to grow their revenues,
and has forced many firns to hold down costs in an effort to support profits. However,
in terms of what can be done about the econony, just about everything has now been
done. The Fed has reduced short—terminterest rates to negative territory in rea
terms, plus two nmjor tax—eduction efforts have been passed. In addition, the dollar
has weakened thereby supporting the U S. export account. So the policymkers can meke
m nor additional noves, but they will also need the patience to allow their past
efforts to gain traction. For now, the econom c signs remain nxed, and there has
been no increase in jobs so far this year

Monetary growt h renmins vigorous as the Fed continues to provide financial |iqg-
uidity to the system The nonetary base shows real year—ever—year growh of 7.2%
up from4.4% | ast nonth. The narrow y defined M noney supply, which consists nmainly
of currency in circulation and demand deposits, shows year—ever—year real growth of
4.5% versus 5%l ast nonth. The nore broadly defined M2 nonetary aggregate shows
year—ever—year real growth of 6.1% versus 6.3% /| ast nonth.

Latest Monthly Data

($ billions) Y-OY Real Y-O Y*
July 2003 July 2002 Changes Changes
Monet ary Base $ 743.2 $ 680.0 + 9.3% + 7.2%
M- $ 1,266.1 $ 1,188.3 + 6.6% + 4.5%
M2 $ 6,084.2 $ 5,623.4 + 8.2% + 6. 1%

* Real changes year —ever—year, adjusted for consuner price index increase of 2.1% for the 12-nonth
period t hrough June 30, 2003

MODEL PORTFOLI O EXPENSES

The Marketinmer nodel portfolios feature | ow annual expense ratios, thereby all ow—
i ng subscribers to keep their investnent returns wi thout unnecessary overhead. Here
are the current nodel portfolio annual expense ratios based on current hol di ngs:

Mbdel Portfolio I: 0.78
Model Portfolio I1l: 0.61
Model Portfolio I11: 0. 37
Acti ve/ Passi ve: 0. 26



BOB BRINKERSRECOMMENDED LIST OF NO-LOAD FUNDS

INV.” SIZE % Total Return $1000INV. EST.2 TEL. ANN.P PRICE
FUND OBJ. MIL.$ %8 99 00 01 02 03 @ 1-1-98= YD. SWCH EXP. 7-31-03
(7-31)
Baron Growth Fund G $1676 01 447 (46) 127 (123) 200 $1639 0.0% # 1.40% 32.29
767 Fifth Avenue BGRFX
49" Floor
New York, NY 10153
800-992-2766
www.baronfunds.com
Baron Small Cap Fund CGA $1005 2.2 70.8 (175) 5.2 (9.77 258 $1721 0.0% # 1.39% 16.82
767 Fifth Avenue BSCFX
49" Floor
New York, NY 10153
800-992-2766
www.baronfunds.com
Gabdli Asset Fund G $1744 159 285 (24) 02 (14.3) 134 $1415 0.0% Yes 1.37% 32.04
One Corporate Center GABAX
Rye, NY 10580
800-422-3554
www.gabelli.com
TIAA/CREF Equity Index Russell $ 246 (11.6) (21.5) 151  --- 1.0% Yes 0.26% 7.17
730 Third Avenue 3000
New York, NY 10017 TCEIX
800-223-1200
www.tiaa-cref.org/mfs
TIAA/CREF Growth&Income G& 1 $580 305 245 (7.3) (134) (239 116 $1108 1.0% Yes 0.43% 10.09
730 Third Avenue TIGIX

New York, NY 10017
800-223-1200
www.tiaa-cref.org/mfs

* Investment Objective Codes: CGA = Capita Gains Aggressive; G = Growth; G&I = Growth & Income

a) Estimated annual yield represents approximate investment income for last 12-months expressed as percentage of fund assets.
b) Annua expense ratio reflects investment advisory fees and other expenses expressed as percentage of total fund assets.

# Telephone redemption available.



BOB BRINKERSRECOMMENDED LIST OF NO-LOAD FUNDS

INV." SIZE
FUND OBJ. MIL$
Dodge & Cox Stock G&l $19611
1 Sansome St. (35th FI.) DODGX
San Francisco,CA 94104
800-621-3979
www.dodgeandcox.com
Dodge & Cox Baanced G&l $9852
1 Sansome St. (35th F.) DODBX
San Francisco,CA 94104
800-621-3979
www.dodgeandcox.com
Vanguard Calvert Social Social $132
Index Fund I ndex
P.O. Box 2600 VCSIX
Valey Forge, Pa 19482
800-662-2739
www.vanguard.com
Schwab 1000 (R) G $2571
101 Montgomery St. SNXFX

San Francisco, CA 94101

800-266-5623
www.schwab.com/funds

Vanguard Balanced Index Fund G&I $ 3370

P.O. Box 2600

Valey Forge, Pa 19482
800-662-2739
www.vanguard.com

VBINX

Vanguard Index 500
P.O. Box 2600

Valley Forge, Pa 19482
800-662-2739

S&P  $64841

500
VFINX

R) 0.50% redemption fee on shares held less than six months.
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EST.® TEL. ANN.P PRICE

YD. SWCH EXP. 7-31-03
17% # 0.55% 99.84
31% # 0.53% 66.58
08% Yes 0.25% 6.77

11% Yes 0.46% 28.35
30% No 0.22% 16.90
15% No 0.18% 91.59

Marketimer is written and published monthly by Robert J. Brinker Investment Advisory Services, Limited. All rights reserved. Although the information in this newsletter is based on sources which are believed to be reliable,
accuracy cannot be guaranteed. All opinions and estim atesincluded herein congtitute our judgement as of this date and are subject to change. Thisreport isfor information purposesonly. Marketimer employees may fromtimeto

timeinvest in securities mentioned herein. Copyrightd 2003.



BOB BRINKERSRECOMMENDED LIST OF NO-LOAD FUNDS

INV.” SIZE % Total Return $1000INV. EST.2 TEL. ANN.P PRICE
FUND OBJ. MILS$ %8 99 00 01 02 03 @ 1-1-98= YD. SWCH EXP. 7-31-03
(7-31)
Vanguard Index (x) Index $ 3253 83 36.2 (155) (9.2) (181) 227 $1137 1.1% No 0.25% 22.99
Extended Market Portfolio  vexmx
P.O. Box 2600
Valey Forge, Pa 19482
800-662-2739
Vanguard Index (X) Russell $ 3608 (26) 231 (27 31 (200 229 $1182 14% No 0.24% 19.25
Small Cap Stock Portfolio 2000
(address/phone above) NAESX
Vanguard Index Total Wilshire $ 18871 233 238 (10.6) (11.0) (21.0) 154 $1107 14% No 0.20% 23.02
Stock Market Portfolio 5000
(address/phone above) VTSMX
Vanguard International (2) Non $5549 169 263 (86) (189 (17.8) 123 $1010 18% Yes 0.52% 13.65
Growth Portfolio USA
(address/phone above) VWIGX
Rowe Price European Europe $ 817 258 19.7 (6.7) (20.7) (18.7) 116 $1011 27% Yes 1.01% 14.38
100 East Pratt St PRESX
Baltimore, MD 21202 WWW troweprice.com
800-638-5660
Longleaf Partner’sInt’| Int'l  $1469 244 259 105 (165) 225 --- 1.1% # 1.79% 12.21
6410 Poplar Ave. Growth
Suite 900 LLINX
Memphis, TN 38119 www.long eafpartners.com
800-445-9469
Rydex OTC Fund CGA $559 86.5 100.6 (37.8) (34.7) (38.6) 28.7 $1201 0.0% Yes 1.08% 8.74

9601 Blackwell Road
Suite 500

Rockville, MD 20850
800-820-0888

RYOCX
www.rydexfunds.com

x) Vanguard Index Extended and Small Cap funds charge purchase fees of 0.5% or lessto defray expenses of broad diversfication;
annua expense ratios on these funds are extraordinarily low.
z) Vanguard International Growth Fund charges aredemption fee of 2% on sales of shares held less than two months.

#) telephone redemption available




| NTEREST RATES / FI XED- | NCOVE | NVESTI NG

Mar ket i mer continues to reconmend a conservative approach to fixed—ncome in—
vesting in view of the low level of interest rates and the potential for econonic
recovery going forward. Qur fixed—ncone portfolio has a current wei ghted average
duration of 3.8, and a current weighted average yield of 3.8% The wei ghted average
maturity is 6.2 years. This duration suggests that a one percent rise in correspond—
ing interest rates would result in an estinmated 3.8% decline in net asset val ue.

This portfolio is designed for subscribers who invest all of their financial assets
in fixed—ncone securities.

Aver age
Fund Wei ghti ng Yield Maturity Duration
Vanguard G nnie Mae Fund (800—662—7447) (VFI 1 X) 35% 4.37% 2.3 2.1
Vanguard I nflation-Protected Securities (VIPSX) 25% 1.62% 11.8 6.5
Vanguard Hi gh-Yi eld Corporate (VWEHX) ** 15% 6.81% 6.6 4.4
Dodge & Cox | nconme Fund (800—621-3979) (DODI X) 25% 3.23% 5.9 3.3

* plus inflation adjustnments based on the consumer price index and paid quarterly.

** Vanguard Hi gh—Yield Corporate has tenporarily closed to new investors. New sub-
scribers may substitute either TIAA—€CREF H gh Yield Fund (TCHYX), or Payden
Hi gh Income Fund (PYHRX).

For tax—exenpt investing, we prefer state general obligation bonds with matu—
rities of ten years or |l ess. These bonds have date—ertain maturities which provide
full repaynent of principal if they remain solvent. The Monday New York Tinmes pub—
lishes weekly listings of upcom ng tax—exenpt new offerings each week

Vanguard Prinme Money Market Fund currently yields 0.79% and Vanguard Tax-
Exenpt Money Market Fund currently yields 0.76%

ACTI VE/ PASSI VE PORTFOLI O

The Marketinmer active/passive portfolio remains fully invested based on the
m d- March buy signal. This portfolio currently holds 90% of assets in Vanguard
Total Stock Market |ndex, which tracks the WIlshire 5000 | ndex and features very
| ow expenses along with tax—efficiency and broad diversification. The portfolio
al so holds a 5% position in T. Rowe Price European or Vanguard European | ndex,
and a 5% position in Vanguard International Gowh Fund. The portfolio seeks | ong—
termgrowth of capital

I NDI VI DUAL | SSUES

Mar ket i mer recomrends diversifying individual conpany risk by limting ex—
posure in any one conpany to no nore than 4% of equities. We currently have a
“hol d” rating on the issues |listed, however we rate these issues as attractive for
purchase anytine the Standard and Poor’s 500 Index trades below the 810 | evel.

| ssue (Synbol) Beta Exchange 8-4 Cl ose Esti mat ed earni ngs per share
M crosoft (MSFT) 1.27 Nasdagq 26.18 1.05 (6-04) 1.10 (6-05)
Vodaf one (VOD) 1.10 NYSE 18. 84 1.28 (3-04) 1.42 (3-05)

S&P Dep. Receipts (SPY) 1.00 AMEX 98.51 4.71 (2003) 5.20 (2004)
Total Market VIPERs (VTlI) 1.02 AMEX 93.75 n/ a

DJI A Di anonds (DI A) 0.92 AMEX 91.94 5.09 (2004) 5.73 (2004)
Nasdag 100 | ndex (QQQ 1.67 AMEX 31. 45 n/ a

* Marketinmer estimates the 40 | argest profitable conpanies in the Nasdagq 100 | ndex
trade at an average P/E ratio of 40.7 tinmes estimted 2003 operating earni ngs. These
conpani es conpri se about 74% of the Nasdaq 100 Index total market capitalization.



MARKETIMER NO-LOAD MUTUAL FUND MODEL PORTFOLIOS

The Marketimer no-load model portfolios are designed to provide investors seeking aggressive, growth and balanced objectives with a
strategic approach to investing in no-load funds over the long-term.

Model Portfolio | is designed for investors with aggressive growth investment objectives. Such investors seek maximum returns and
are willing and able to accept high levels of risk and volatility. Current incomeis not afactor in this portfolio.

Model Portfolio Il is designed for investors with long-term growth objectives. Such investors seek to enhance the value of capital
over time and assume areasonable level of diversified market risk. Current income is not an important factor.

Model Portfolio 111 isdesigned as a balanced portfolio for current investment income along with capital preservation and modest
growth. The portfolio isallocated evenly between equities and fixed-income securities. This portfolio is best suited to investors nearing or
aready enjoying aretirement lifestyle.

MARKETIMER MODEL PORTFOLIO | ($20,000 value on 1-1-88)
Current Holdings Symbol % Beta Vaue 7-31-03 % Change
Baron Growth BGRFX 15 0.82 $ 24,719
Baron Small Cap. BSCFX 10 0.84 16,820
T. Rowe Price European PRESX 05 0.78 8,084
Vanguard Int’l. Growth VWIGX 05 0.76 7,849
TIAA/CREF Equity Index TCEIX 15 1.00 23,677
Vanguard Total Stock Market VTSMX 25 0.98 39,663
Rydex OTC Fund RYOCX 25 201 41,615
100% 118 $ 162427 +712%
MARKETIMER MODEL PORTFOLIO Il ($20,000 value on 1-1-88)
Current Holdings Symbol % Beta Vaue 7-31-03 % Change
Gabelli Asset Fund GABAX 15 0.78 $ 19,588
T. Rowe Price European PRESX 05 0.78 6,614
Dodge & Cox Stock Fund DODGX 10 0.70 13,178
Vanguard Int’l. Growth VWIGX 05 0.76 6,421
TIAA/CREF Equity Index TCEIX 15 1.00 19,369
Vanguard Total Stock Market VTSMX 35 0.98 45,427
Rydex OTC Fund RYOCX 15 2.01 20,428
100% 1.06 $ 131,025 + 555 %
MARKETIMER MODEL PORTFOLIO Il ($40,000 value on 3-1-90)
Current Holdings Symbol % Beta Vaue 7-31-03 % Change
Dodge & Cox Income Fund DODIX 15 0.00 $ 18,346
Vanguard Inflation Protected Securities VIPSX 15 0.00 $ 18,004
Vanguard Ginnie Mae Fund VFIIX 20 0.00 24,339
Rowe Price European PRESX 025 0.78 4,001
Dodge & Cox Stock Fund DODGX 10 0.70 15,945
TIAA/CREF Growth & Income TIGIX 07.5 1.00 11424
Vanguard Int’'l. Growth VWIGX 02.5 0.76 3,885
Vanguard Total Stock Market VTSMX 225 0.98 35,338
Rydex OTC Fund RYOCX 05 201 8.239
100% 0.50 $ 139,521 +249 %
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